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The board of directors (the “Board”) of REXCAPITAL Financial
Holdings Limited (the “Company”) hereby announces the
unaudited consolidated interim results of the Company and its
subsidiaries (the “Group”) for the six months ended 30 June
2005 together with the unaudited comparative figures for the
corresponding period in 2004 as follows:

Condensed Consolidated Income Statement

For the six months ended 30 June 2005

EHAGERER

BHE—FFERFNA=ZFTHIENEA

Six months ended

30 June
BEAA=1THLAEA

2005 2004

(unaudited) (unaudited)

—EZREF —ETMEF

(REER) (REgeEZ)

Notes HK$'000 HK$'000

bt & FET FET

Turnover 3 4 25,447 131,903

Other revenue H At e A 746 686

Cost of trading of listed securities BEELMEH KA - (90,776)

Commission expenses BeXiH (3,755) (6,239)

Amortization of intangible assets | & E - (646)

Depreciation e (957) (1,244)

Provision for doubtful debts REREAE (12,541) (4,500)
Unrealized loss on revaluation BERRHBHZ

of trading securities REREAE (9,418) (7,043)

Staff costs 8 TR A (9,562) (9,167)

Other operating expenses Hfth 4 & 5 2 (13,931) (8,636)

Operating (loss)/profit e (F1|) R F (23,971) 4,338

Finance costs & AR (5.451) (6,606)

Loss before taxation BREIRTEE (29,422) (2,268)

Taxation TIE 5 - -

Loss for the period NERE 1R (29,422) (2,268)

Dividend iz 8 6 - -

Loss per share BREE
Basic H K 7(a) (0.98) cents i (0.08) cents 1l
Diluted g 7(b) N/A B A N/A 3@ F
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Condensed Consolidated Balance Sheet

At 30 June 2005

HHRGEEEREBER

R-BERFNNA=1+H

At 30 June At 31 December

2005 2004
(unaudited) (audited)
R-ZBZHEFE R_ZTTNWF
ANA=+H +-A=+—H
(REEZ) (L E%)
Notes HK$'000 HK$'000
o3 FET FET
NON CURRENT ASSETS kRBEE
Fixed assets BE&E 4,279 4,706
Available-for-sale financial assets AR EzEMEE - 50
Statutory deposits EFERE 3,690 3,735
Deferred tax asset BERIBEE 4,357 4,357
12,326 12,848
CURRENT ASSETS RBEE
Financial assets at fair value BB B LA R R A
through profit or loss BEZERAE 13,560 22,928
Trade receivables JiE U B X 8 278,748 334,421
Other debtors, deposits and H th JE W FRIE
prepayments e R KIA 3,444 3,269
Bank balances and cash RTEHRERS 9 50,401 73,928
346,153 434,546
CURRENT LIABILITIES REBEE
Trade payables FE AT BR 3R 10 47,773 78,842
Other payables and accruals HEihENFRIEBEREFTER 4,031 4,642
Short term bank loan, secured MHSRTER BIKF 1,000 1,000
Bank overdrafts, secured RI1TB X A 176,865 204,678
229,669 289,162
NET CURRENT ASSETS REBEEFE 116,484 145,384
NET ASSETS EEFE 128,810 158,232
CAPITAL AND RESERVES EXR#E
Share capital [N 30,000 30,000
Reserves 15 98,810 128,232
128,810 158,232
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Condensed Consolidated Statement Of Changes In Equity

For the six months ended 30 June 2005

BRGREEEEB X

BE—ZERFNHA=+HILNEA

Retained
profit/
Share (accumulated Special
capital loss) reserve Total
R
[} (R5HE518) HRIfEE et
HK$'000 HK$'000 HK$'000 HK$'000
FETT FAEIT FETT FETT
At 31 December RZEE=F
2003 +—_HA=+—H 30,000 93,636 112,270 235,906
Loss for the period NH &S 18 - (2,268) - (2,268)
R-ZZEZMF
At 30 June 2004 ~NA=1+H 30,000 91,368 112,270 233,638
At 31 December R-ZEZMF
2004 +=-—HA=+—H 30,000 15,962 112,270 158,232
Loss for the period NERE 1R - (29,422) - (29,422)
R=-ZZHF
At 30 June 2005 ~NA=1H 30,000 (13,460) 112,270 128,810
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Condensed Consolidated Cash Flow Statement
For the six months ended 30 June 2005

F%HH%Afﬁﬁu’EE%

—ELTRFNA=FHIENEA

Six months ended
30 June
BZEAA=1THIEAEA

2005 2004
(unaudited) (unaudited)
—EERF —ETNF
(REEZ) (REFEZ)
HK$’000 HK$'000
FET FAEIT
Net cash generated from/(used in) KRB (AR) L& ZFsHz
operating activities BHEREHE 38,435 (79,111)
Net cash used in investing activities ARBRETH 2B L FHE (493) (606)
Net cash generated from REMETE
financing activities ReFE - -
Increase/(Decrease) in cash and ReRBASEEYR
cash equivalents #m, GRd) 37,942 (79,717)
Cash and cash equivalents at R—A—BzHRER
1 January BEZEY (196,093) (99,727)
Cash and cash equivalents at RAA=+HZHEER
30 June REZEEY (158,151) (179,444)
Analysis of the balances of cash ReRBESEEY
and cash equivalents e
Bank balances — general accounts RITHER— —MEP 18,516 22,965
Cash in hand iiﬁfﬁi 98 24
Bank loan and overdrafts RITERNEX (176,765) (202,433)
(158,151) (179,444)
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Notes to the Condensed Unaudited Consolidated Accounts
For the six months ended 30 June 2005

EAREFLARS IRE M

BE_ZERFNA=+FHILNEA

1.

BASIS OF PREPARATION AND ACCOUNTING
POLICIES

The unaudited condensed consolidated interim financial
statements have been prepared in accordance with
applicable disclosure requirements of Appendix 16 to the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) and
are in compliance with the Hong Kong Accounting
Standard (“HKAS") 34 “Interim Financial Reporting” issued
by the Hong Kong Institute of Certified Public Accountants.

The accounting policies and methods of computation
adopted in the preparation of these unaudited condensed
consolidated interim financial statements are the same as
those used in the annual financial statements for the year
ended 31 December 2004 except for the adoption of a
number of new and revised Hong Kong Financial Reporting
Standards ("HKFRSs”, which also include HKASs and
Interpretations) in the current period for the first time as
detailed in note 2 to the unaudited condensed consolidated
interim financial statements.

PRINCIPAL ACCOUNTING POLICIES

The adoption of the new and revised HKFRSs which are
effective for accounting periods commencing on or after
1 January 2005 has had no material impact on the
accounting policies of the Group and the methods of
computation in the Group’s unaudited condensed
consolidated interim financial statements except for the
following:

Financial instruments

The adoption of HKAS 32 and HKAS 39 has resulted in a
change in accounting policy for recognition, measurement,
derecognition and disclosure of financial instruments.
Previously, the Group’s investments in securities were
classified as “Investment Securities” and “Trading
Securities” respectively. “Investment Securities” were
carried at cost less impairment loss (if any), while “Trading
Securities” were stated in the balance sheet at fair value.
Upon the adoption of HKAS 32 and HKAS 39, securities
previously held for trading purpose are reclassified as
financial assets at fair value through profit or loss, and
securities previously held for investment purpose are
reclassified as available-for-sale financial assets.

1.

REEERSTTEHE

AREEZHARETHPBHRERIIRIE
EEBMERSMBRABEZES LMHHRA
(TEmHRAN) Mk 16PTE 2 BRAKER
EREEGHMAGHEMZ G ER (T8
FHEERI) B 345% [ MR A s | MAR &L

BN EREEZERGZE PR BERE
PRz @t R R E D ZEBE-F
ENE+ A=t -HLEFEZEZFUHK
WERPMERE —BC AHBEERRAE
THAIRGETEENBREEL ([FE
MBHRELER ] EREFEETENRR
B) FRERNAEEZERES T HYB
WKL -

FEEFEE

RN _ZThFE A B 2BHAHBRZE
TR ARG REIERT B AR BRE
EHYBEAEE 2 QTR R AEBRER
ZEREAETMMBEHRR 2 EN AL E
EAFE - HETIEBRI:

E®MITA

RS ERFEI2R R G ERFE3RE
HER E AT THRIALEESRIAZ
A BREMEH AKREZEFKEMN
ENRNBRIRERSFI RIR5HESF] -
[EES] ARABRERBR (MA) 7
RmMIXZEFINEAFEREERE
=Y B RN E R R 325k Mg 5T 2 Al
FIHFR NAERAEREEZEFEND
BABBEEURRLAFEEZERE
E MAEREEREZERNEH DS
RARHESREE-
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Notes to the Condensed Unaudited Consolidated Accounts (continued)
For the six months ended 30 June 2005

BRAKLEZGESRENE @

BE—ZFERFNHA=+HILNEA

2.

PRINCIPAL ACCOUNTING POLICIES (continued)

Financial instruments (continued)

In accordance with HKAS 39, the financial assets at fair
value through profit or loss are measured at fair value
with gains or losses arising from changes in fair value
credited or charged to the consolidated income statement
for the period in which they arise. Available-for-sale
financial assets are those non-derivative investments in
listed and unlisted equity securities that are designated as
available for sale or are not classified in any of the other
categories of financial assets as defined in HKAS 39. After
initial recognition, available-for-sale financial assets are
measured at fair value with gains or losses being
recognized as a separate component of equity until the
financial asset is sold, collected or otherwise disposed of
or until the financial asset is determined to be impaired at
which time the cumulative gain or loss previously reported
in equity is included in the consolidated income statement.
From 1 January 2005 onwards, the Group classified
“Investment Securities” and “Trading Securities” into
financial assets at fair value through profit or loss.

This change in accounting policy has no material impact
on the unaudited condensed consolidated interim financial
statements.

Share-based payments

In the current period, the Group has applied HKFRS 2
“Share-based Payment”. The principal impact of HKFRS 2
on the Group is in relation to the expending of the fair
value of directors’ and employees’ share options of the
Company determined at the date of grant of the share
options over the vesting period. Prior to the application of
HKFRS 2, the Group did not recognize the financial effect
of these share options until they were exercised. In relation
to share options granted before 1 January 2005, the Group
has not applied HKFRS 2 to share options granted on or
before 7 November 2002 and share options that were
granted after 7 November 2002 and had vested before 1
January 2005 in accordance with the relevant transitional
provisions.

REXCAPITAL Financial Holdings Limited #5Z&RIZERER QT
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Notes to the Condensed Unaudited Consolidated Accounts (continued)
For the six months ended 30 June 2005

EAREEFRAESIRE M @

BE—ZERFNHA=+HILNEA

3. BUSINESS AND GEOGRAPHICAL SEGMENTS 3. ¥ RHED
An analysis of the Group’s unaudited turnover and NTAREBERBANRBEFZEBEHKR
segmental results for the period by principal activities are KEZ 2 EEBRDBEEIEL 20
as follows:
Business segments EF Sl
For the six months ended 30 June 2005 HE—FEFERFNNA=1THIANEA
Corporate
Investment Securities finance
Money trading margin and asset
lending and holding Broking financing management Total
REEH BEFRE LEBER
B RER BREH BE KEEE @t
2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
(i dited) (unaudited) ( ited) (unaudited) dited) (unaudited) ( dited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
ZERLF -TINE CBREF _TTNF -RREF _TIMF -¥RIF —TIMNF -RBIF _TTNF -SRIF -TINE
(REER) (REER) (RBER) (KEFR) (REER) (REER) (REFR) (REFR) (REER) (REER) (REER) (REER)
HKS$'000 HK$000 HK$'000 HK$'000  HKS$'000 HK$'000  HKS$'000 HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000
TE7 &L Fhx FiEn Fhz FiEn TEx FiEn TE7 FET Fhx &L
REVENUE e
Turnover BEH 7,634 9,799 64 90,697 9,307 18,990 7,675 10,671 767 1,746 25,447 131,903
RESULTS %145
Segment profit/(loss) ##EF/(B8) 3,914 7,188  (9,398) (6,829) (13,892) (1,509) (8,533) 946 (746) (109) (28,655) (313)
Net unallocated FPERX
expenses Exd (767)  (1,955)
Loss before taxation [ % A1E518 (29,422)  (2,268)
Taxation WA - -
Loss for the period ~ AEIEE (29,422)  (2,268)

As over 90% of the Group’s turnover and (loss)/profit

before taxation are derived from Hong Kong, no analysis

of geographical segments has been disclosed in the

condensed consolidated accounts.

MR AEBEEIBI0% 2 & X 58 MR B AT
(B18) & A TyR A &S E Ut &0
RGRARBRBELR DT
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Notes to the Condensed Unaudited Consolidated Accounts (continued)
For the six months ended 30 June 2005

%%*@%V%A$EW?M)

—ELTRFNA=FHIENEA

4. TURNOVER 4., &

KE T ES 2 WamEt AERENR:

Revenue from the following activities has been included

in turnover:

Six months ended
30 June
BZEAA=THLXEA

2005 2004
(unaudited) (unaudited)
—EEREF —ETME
(REER) (RgEEZ)
HK$'000 HK$'000
FET FEL
Commission income and a2l AR
handling fee income FEBWA 9,307 19,149
Interest income from RKENATEEZHMEWA
Bank AT 64 2
Margin clients HFRERP 7,675 10,671
Loan receivables FERE R 7,634 9,799
Income from trading EE L™
of listed securities 5 A - 90,695
Asset management and BEEER
advisory fee income EAE & U A 767 1,587
25,447 131,903
TAXATION 5. BiIE
No provision for Hong Kong profits tax has been made in FR R W ER B ) I A il B PE AR Bl s B - AL
the accounts as the Group has no estimated assessable AEERBUWEREBANEHIELRERE-
profits for both periods.
DIVIDEND 6. BRE

The Board does not recommend the payment of an interim

dividend in respect of the six months ended 30 June 2005

(2004: HK$Nil).

REXCAPITAL Financial Holdings Limited #5Z&RIZERER QT
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Notes to the Condensed Unaudited Consolidated Accounts (continued)

For the six months ended 30 June 2005

ﬁ%*%%V%Aﬁﬁmﬁw)

7.

8.

—ELTRFNA=FHIENEA

LOSS PER SHARE

(a) Basic loss per share

The calculation of basic loss per share is based on
the Group's loss for the period of HK$29,422,000
(2004: HK$2,268,000) and on the weighted average
number of 3,000,000,000 (2004: 3,000,000,000)
ordinary shares in issue during the period.

(b) Diluted (loss)/earnings per share
No diluted (loss)/earnings per share has been

calculated for the current and prior periods because
there was no potential dilutive ordinary shares in issue.

TRADE RECEIVABLES

BREE

(a) EREXEIE
EREAREBEEDEAEEHRRNERE
29,422,000 ot (22 { F
2,268,0008 C) MR EIRBE BITE R
% 2 AN #E S ¥ £13,000,000,0000% ( —
Z Z P04 :3,000,000,0000%) st & -

(b) EREE (HFE) BF
AR EDRTER Sy E BEY
WA - MU I A ET B AN HA R X A ER
2 EREE (BE) BF-

FE UK BR 3K

At 30 June At 31 December

2005 2004

(unaudited) (audited)

R-ZZEZHFE R-_ZTNF

~A=+H tZA=+—H

(REER) (&)

HK$'000 HK$'000

FET Fi&T

Margin client receivables, net JEWITREF A SR 58,211 127,276
Other client receivables, net Fﬁ“ﬂﬁlﬁi\ﬁﬂg}g FIEFE 7,079 7,660
Broker receivables JE s 4% 42 2,101 1,781
Amounts due from clearing houses J& Ug mnﬁﬁﬁmlﬁ 11,758 16,328
Loan receivables, net FEURE & 193,661 175,472
Loan interest receivables, net FEUE KA 2558 5,938 5,904
278,748 334,421
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Notes to the Condensed Unaudited Consolidated Accounts (continued)
For the six months ended 30 June 2005

BRRKLEZGESRBEME @

BE—
8.

FEARFNA=FHIENEA

TRADE RECEIVABLES (continued)

Margin client receivables are repayable on demand, bear
interest at prevailing market rates and are secured by
clients’ securities listed on The Stock Exchange of Hong
Kong Limited (the “SEHK"”) with a market value of
approximately HK$185,000,000 as at 30 June 2005 (31
December 2004: HK$311,000,000). No aged analysis is
disclosed for margin client receivables as, in the opinion
of the directors, the aged analysis does not give additional
value in view of the nature of business of securities margin
financing.

The settlement terms of other client receivables, broker
receivables and amounts due from clearing houses are
one to two days after the trade date. The age of these
balances is within 30 days.

Included in the above client receivables as at 30 June
2005 are the accounts of associates of certain directors of
approximately HK$8,228,000 (31 December 2004:
HK$7,781,000). The amounts due from the associates are
of similar trading terms as the other clients.

Included in the above loan receivables as at 30 June 2005
is the account of an associate of certain directors of
approximately HK$9,215,000 (31 December 2004:
HK$9,992,000). The amount due from the associate is of
similar trading terms as the other loan receivables.

The remaining maturity of loan receivables as at 30 June
2005 is as follows:

FE U BR SR (48)
BRFREFSRARBHIZEREE &

SEMBANEGTE WURFREBHE
RGABRAT ([HRAHA]) LmzE
KR ZEBHFR_ZEERFA=1H
2 T {E47185,000,000/8 7T (ZEZT P4 +
—ﬂ:+—E|-311oooooo;‘%ﬁ)oEEEA%
ERRVESFARBEEZBUHEMS &K
‘A’Wﬁ RN E R E TR
EPRIEZERED AR

Iﬁ’ﬁuﬁzéﬁﬂﬁlﬁﬁﬁéﬁu&
—EMRAE
w“i’J LRR30K

PR —EERFENA=ZTHZERER
HERERNETEFIHMBAL ZER
#98,228,0008 T (ZEZEWF+ A=+
—H:7,781,0007T)  fEWEEEE A T 2 5K
BERERAZZZBIREREMEFAS

R —_EEREFNA=THZERER
BIEEWRETESFZHEAT ZERLY
9,215,000 T (ZEEMF+_A=+—
H:9,992,000# 7T ) © JEUREE 2 A & 2 /I8
FriA e XS GEFEEmERERBE

R-ZEZERFNA=ZTH BRERZH
SRE AT

At 30 June At 31 December
2005 2004
(unaudited) (audited)
R-ZZEZEHEF RZZETNF
~AA=+H tZA=+—H

(REER) (&%)

HK$'000 HK$'000

FET FET

Three months or less =@ AR 101,523 53,362
One year or less but over —F LR

three months B=ANLE 92,138 122,110

193,661 175,472
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Notes to the Condensed Unaudited Consolidated Accounts (continued)

For the six months ended 30 June 2005

EAREEFRAESIRE M @

BE—ZERFNHA=+HILNEA

9. BANK BALANCES AND CASH

9. RITHEBEES

At 30 June At 31 December
2005 2004
(unaudited) (audited)
R-ZBZHF R_ZTWF
ARA=+H +tZH=+—H

(RBER) (&%)
HK$'000 HK$'000
FER FET

Bank balances HRAT 4 R
— general accounts ——REP 18,516 8,558
- segregated accounts —BIERP 31,787 65,342
Cash in hand FHEBES 98 28
50,401 73,928

10. TRADE PAYABLES

10. B BR X

At 30 June At 31 December
2005 2004
(unaudited) (audited)
R-ZBZBEHEE B
AB=tH tZA=+—H

(REEXK) (&%)

HK$’000 HK$'000

FET FHET

Margin client payables JER R & P 3RIA 12,236 18,550
Other client payables JE L % P RRIE 35,537 60,178
Broker payable JE T 48 42 R IB - 114
47,773 78,842

Margin client payables and other client payables are
repayable on demand and bear interest at prevailing market
rates. No aged analysis is disclosed for margin client
payables and other client payables as, in the opinion of
the directors, the aged analysis does not give additional
value in view of the nature of business of securities margin
financing and broking.

The settlement terms of broker payables are one or two
days after the trade date. The age of these balances is
within 30 days.

BN FREPEALEMNEME P RIERE
RFRERKER REFTISMNEFE-AR
EERAINBSTRBEXTG MELER
HEME REDTEETA HUL W ERK
BENFREPFELEMNEME P HIA
ZIREBEDTER

ENRLERERXZHR —IXMWRAE
BoMxFRAKEKGDN30K
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Notes to the Condensed Unaudited Consolidated Accounts (continued)

For the six months ended 30 June 2005

%%*@%V%A$EW?M)

—ELTRFNA=FHIENEA

11. COMPARATIVE AMOUNTS

presentation.

13. COMMITMENTS

12. CONTINGENT LIABILITIES

Certain comparative amounts have been reclassified and
restated to comply with the new and revised HKFRSs’
requirements and conform with the current period’s

The Group has no significant contingent liabilities as at
30 June 2005 (31 December 2004: HK$Nil).

] 2 As at 30 June 2005, the Group’s future aggregate minimum

lease payments under non-cancellable operating leases are

payable as follows:

1. k&EEF

ETHEBFEEFDBEREINATEH
RN ZBEMBEREERN ZHRE R
LargEz25-

12. KAREE

R-FTREAA=+R AEELES
ARAEE (CEENE+-A=+—8:
THET) -

13. &I

RZETZERFNA=Z+TH AEERET
AEEEERAOEN 2 A RKRES R
m

At 30 June At 31 December

2005 2004
(unaudited) (audited)
R-ZZEZHEF R_ZTNF
ABE=tH tZA=+—H
(RBRER) (&&EZ)
HK$°000 HK$'000
FET FHEL
Land and buildings T REF
Within one year —F R 3,586 3,982
In the second to fifth year —EERF
inclusive (BHEEERMWEF) 7,466 9,369
11,052 13,351

The Group leases office premises under operating leases.

The leases run for an initial period of one to six years. The

leases do not include any contingent rentals.

REXCAPITAL Financial Holdings Limited #5Z&RIZERER QT
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Notes to the Condensed Unaudited Consolidated Accounts (continued)

For the six months ended 30 June 2005

EAREEFRAESIRE M @

BE—ZERFNHA=+HILNEA

14. RELATED PARTY TRANSACTIONS

14 BEATRS

(a)

Details of the Group’s significant transactions with
the following related parties during the period are as
follows:

(a) AERENAHHEGEATREALE
TEARSZ 2B mT

Six months ended

30 June
BEAA=1THLAXEA
2005 2004
(unaudited) (unaudited)
—EZTREF —ETMEF
(REER) (REEZ)
HK$'000 HK$'000
FET FET
Associates of directors EEBEALT
Commission, fee and interest EEHE
income arising from futures BHEAGEMER
and securities trading ER&FBHRA 483 1,879
Loan interest paid ENERFE - 36
Loan arrangement fee paid ENERZHER - 250

In the opinion of the directors, including the
independent non-executive directors, the above
transactions were entered into in the Group’s ordinary
course of business and on normal commercial terms.

On 12 January 2004, the Group entered into a
conditional sale and purchase agreement with
REXCAPITAL Group Limited (the “Purchaser”), a
related company of which certain directors of the
Company are directors and one of these directors is
a beneficial shareholder, to dispose the entire issued
share capital of REXCAPITAL Financial Group
Limited (“RFGL") for a total consideration of
HK$229,000,000. As the Purchaser was not satisfied
with the results of the due diligence conducted on
RFGL and its subsidiaries, the above sale and purchase
agreement was terminated on 6 May 2005.

EX (BRBUHMTES)RA L
AZZTIRAN KRB RERBGBIET R
IEH R R RETT

by RZEENFE-—A+ A FAEEHH
— [ B8 38 X 8] REXCAPITAL Group
Limited(TEF 1) (RARETES
REFACEERZEEEFAEF —ER
HERRR) EEBEBRUTEEHH
% REXCAPITAL Financial Group
Limited ( [RFGL]) 2 & 2 1T AR A< -
K {8229,000,000/8 7T AR B 5 3T
mEEHRFGLE EM B A RIEIT 2 &
BESHEZE WM EABERZER
ZETRFRANBRIL-
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Management Discussion and Analysis
EEEN®R DM

FINANCIAL RESULTS

During the period under review, the Group recorded a turnover
of HK$25,447,000 (2004: HK$131,903,000) and a loss of
HK$29,422,000 (2004: HK$2,268,000). The substantial decrease
in turnover was mainly explained by the decrease in investment
trading and holding segment. Turnover of this segment was
approximately HK$90,695,000 during the six months ended
30 June 2004, while in 2005, the Group did not engage in the
securities trading business as the Group has been taking a
conservative approach in the proprietary trading.

The downturn of broking business was partially reflected by
rising interest rate, increase in oil price, directionless market
environment throughout the first half of the year, as a result,
commission income decreased by 51% to HK$9,307,000 for
the review period in comparison with last interim period (2004:
HK$19,149,000). The Group also adopted a prudent approach
towards provision on its securities business which amounted to
HK$12,541,000 (2004: HK$4,500,000).

BUSINESS REVIEW AND PROSPECTS

For the period under review, the Group was principally engaged
in the provision of financial services, which include money
lending, investment trading and holding, broking, securities
margin financing and asset management.

Money Lending

Interest income from money lending business earned in this
period accounted for 30% (2004: 7%) of the Group's turnover.
The positive results in this business segment reflected successful
execution of strict credit monitoring measures by the Group.
We will continue to adopt a prudent and conservative financing
policy in order to identify creditworthy clients.
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Management Discussion and Analysis (continued)
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Investment Trading and Holding

The Group adopted a conservative approach in the proprietary
trading in the face of volatility arising out of high interest rate
and increasing oil price. The unrealized loss on securities
amounted to HK$9,418,000. Nevertheless, in anticipation of a
stable recovery in the Hong Kong economy, the Group will
continue to invest in this business segment with a conservative
approach.

Broking and Securities Margin Financing

The local stock market remained lackluster in the first half of
the year with average daily turnover increased only 1% to
HK$16.9 billion. The Group's performance in this segment was
affected by fierce competition as well as a sharp rise in rental
and other operating costs. The Group made a strategic decision
to close down two branches during the period. Turnover of
the Group’s broking business decreased 51% to HK$9,307,000,
representing 37% of the total turnover. Turnover of our
securities margin financing business decreased by 28% to
HK$7,675,000, representing 30% of the total turnover.

Asset Management

Turnover from this segment accounted for 3% of the Group’s
total turnover. The Group’s asset management business achieved
solid investment returns during the period. The valuation of
our portfolio recorded mild growth despite the unfavourable
investment environment with the Hang Seng Index moving
within a relatively narrow range between 13,352 and 14,365.
In order to meet the investment interests of our clients, the
Group intends to terminate one of the funds after the period
end. The growth momentum of this segment remains strong
with our investment team successfully providing personalized
and tailor-made services to meet the needs of our clients. The
Group will continue to identify and accumulate quality
investments.
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Looking Ahead

While the Group experienced difficulties in the first half of
2005, it remains confident concerning long-term prospects.
Hong Kong is regarded as an international premier capital
market, ranking the first in Asia and the third in the world last
year in terms of capital raised. This status will directly benefit
our operations. According to Economic Freedom of the World:
2005 Annual Report, jointly released by the Fraser Institute in
Canada and the Cato Institute in the U.S., Hong Kong also
remains the world’s freest economy. This too provides a
favourable investment environment for our business.

There were 19 initial public offerings in Hong Kong in the first
half of 2005 with funds raised amounted to over HK$60 billion
— the highest record since the year 2000, when over HK$70
billion was raised. The market is looking forward to the listing
of major Chinese state-owned enterprises and banks as well as
The Link in Hong Kong. We believe business sentiment will be
bullish in the second half of the year.

In addition, we believe that Hong Kong's close ties with the
Mainland, with its sustained high growth, will create significant
opportunities in the long run.

In order to cope with the changing market conditions and
strengthen our competitive advantages, we will continue to
implement a stringent cost control and streamline our operation
on one hand, we will also identify suitable opportunities to
enrich the Group’s business portfolio and ultimately bring
favorable returns to our shareholders.

REXCAPITAL Financial Holdings Limited #5Z&RIZERER QT

RERRK

MRE_ZZRFLLFRERT AEEHEK
BRRIDARMEL - BEEBEREATS Lith
NBEREE ZFEXNRTMEARERE=
AHEER L EEFROLERE N AEE
ZERRE-FH-NMERBLBAS2E LB REH
Te PR & D e (1 SRAC B 5 /1 4F #82005) &
BEEESEZREEAMNKERE AKHETN
SHEEEMNFHNRERRTETX R

R-ZZRFLH¥F ERBETOHERRR
BEESET AR BEERAHBREEN
CHREENBRAETL ESB _TTTFERF
TtHRBTURESNLE - MIHERALE
O RITREEFEEEE LT BRMRE-Z
TRFETHEFREAGBSTFE-

BESN MBS g R I BB R R

RTREHSERBZMARREAAEE ZHF
N BEPBEEETEERABRERBEHEE-
I BT ERASE 2 XBAS RATEHR
A RREFREBENDE-



Management Discussion and Analysis (continued)
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FINANCIAL REVIEW

Liquidity, Financial Resources and Funding

At 30 June 2005, the Group had net current assets of
HK$116,484,000 (31 December 2004: HK$145,384,000).

At 30 June 2005, the Group had cash reserves of approximately
HK$50,401,000 (31 December 2004: HK$73,928,000), which
included approximately HK$31,787,000 (31 December 2004:
HK$65,342,000) of clients’ funds that were kept in designated
segregated bank accounts. Most of the cash reserves were
placed in Hong Kong dollar short-term deposits with major
banks in Hong Kong.

The gearing ratio as at 30 June 2005 was 138% (31 December
2004: 130%). The gearing ratio was derived by dividing the
aggregate amount of bank borrowings and other borrowings
by the amount of shareholders’ equity. The liquidity ratio of
the Group, represented by a ratio of current assets over current
liabilities, was 151% (31 December 2004: 150%), reflecting
adequacy of financial resources.

The Group had outstanding bank loan and overdrafts of
approximately HK$177,865,000 as at 30 June 2005 (31
December 2004: HK$205,678,000). The bank loan and
overdrafts were denominated in Hong Kong dollars, interest
bearing at prevailing commercial lending rates and repayable
on demand or within one year. Listed investments belonging
to clients and the Group were pledged to secure these bank
loan and overdrafts. These loans and overdrafts were used to
finance the Group’'s operations. We expect that all these
borrowings will be repaid by internal generated funds.

Taking into account the financial resources available to the
Group including internally generated funds and available
banking facilities, the Group has sufficient working capital to
meet its present requirements.
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Pledge of Assets

At 30 June 2005, listed investments belonging to clients and
the Group with total market value of approximately
HK$110,990,000 and HK$13,441,000 (31 December 2004:
HK$305,074,000 and HK$22,859,000 respectively) were
pledged to banks to secure term loan and overdraft facilities
granted to the Group.

Share Capital Structure

There was no change in the Company’s share capital structure
for the six months ended 30 June 2005.

Exchange Rate Risk

The Group is exposed to a very limited level of exchange risk
as the business transactions of the Group are mainly
denominated in Hong Kong dollars.

Human Resources

At 30 June 2005, the Group had 38 employees.

The Group remunerated its employees mainly based on the
individual's performance and experience. Apart from the basic
remuneration, discretionary bonus and share options may be
granted to eligible employees by reference to the Group’s
performance as well as the individual’s performance.

The Group will continue to emphasize on staff training and
total quality management to better prepare its staff members
for the upcoming changes and challenges in the market and
industry.
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Directors’ and Chief Executives’ Interests
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As at 30 June 2005, the interests or short positions of the
directors and chief executives in the shares, underlying shares
or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFO")) as recorded in the register
maintained by the Company pursuant to Section 352 of the
SFO or as otherwise notified to the Company and the SEHK
pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) were as follows:

Long Position in the ordinary shares of HK$0.01 each

(“Shares”) in the Company

Number of Shares
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Name of director
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Type of interest
R E Al
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REEMBETABERETESFRHNEFEESTH
(MMEESTA]) BAEARNA R MR #am

RAAMT
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Percentage of
issued share capital

HERTRAEDL

1,767,902,690
(Note)
(K1 7E)

Chan How Chung, Victor
("Mr Chan")
BRER ([REE])

Note: Mr Chan was taken to be interested in (i) 150,000,000 Shares which were
beneficially held by Smart Ease Corporation, a company wholly owned by
Mr Chan; and (ii) 1,617,902,690 Shares by virtue of his 39% attributable
shareholding interest in TKR Finance Limited (“TKR") (in liquidation), which
had a security interest over such Shares. TKR was wholly owned by
TingKong-RexCapital Holdings Limited, which in turn was owned as to
52.1% by REXCAPITAL Partners Incorporated. REXCAPITAL Partners
Incorporated was owned as to 75% by Mr Chan.

Save as disclosed above, as at 30 June 2005, none of the
directors or chief executives had any interests or short positions
in the shares, underlying shares or debentures of the Company
or any of its associated corporations (within the meaning of
Part XV of the SFO) as recorded in the register required to be
kept under Section 352 of the SFO or as otherwise notified to
the Company and the SEHK pursuant to the Model Code.

Interest of controlled

58.93%
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Share Options
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The movements in share options granted under the share option
scheme adopted by the Company on 22 November 2002 (the
“Scheme”) during the six months ended 30 June 2005 are
shown below:

Number of options

HE_ZZREAA=1THLEAEA BEA
AR-—EE—E+—-A -+ - AN ERRE

8l ([%eT8) AR B ZZ2Em T

BREHE
At1 Granted Exercised Lapsed Exercise
Category of January during during during At 30 June Date of grant price
participant 2005  the period  the period the period 2005 of options  per Share  Exercisable period
(HKS)
R-2F1LF RZZZ1fE BRE
SEARH -A-H HRRL BRTE BR%X% AB=tH RhEH EBROEE AT e
(Br)
Total employees - 60,000,000 - (30,000,000) 30,000,000 3/1/2004 0.138  3/1/2004 - 2/1/2014
EEAH
Other eligible
participants - 60,000,000 - - 60,000,000 3/112004 0.138  3/1/2004 - 2/1/2014
EhaER2aE
Total &3t - 120,000,000 - (30,000,000) 90,000,000

At 30 June 2005, no director had any interests in options to
subscribe for Shares. During the six months ended 30 June
2005, no share options were granted under the Scheme.
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Shareholdings of Other Shareholders with Notifiable Interests
ATHERE CHMKRRKRE

As at 30 June 2005, the interests or short positions of the R-ZEZHENA=+H FIAL (KAQAFE
following parties (other than a director or chief executive of EEBITH A BFRIN) RA R R A5
the Company) in the shares or underlying shares of the MO FPEERIEES LK EEHIEI6EET
Company as recorded in the register required to be kept by ZERSENAQRBHETFzELM RS AN
the Company pursuant to Section 336 of the SFO were as | :

follows:
Long Position in the Shares REHGZHFR
Percentage of
Name of shareholder Number of Shares Type of interest issued share capital
REREH KRB E E 5 38 5l HERITREAB DL
To Shu Fai 1,998,805,635 Interest of a controlled 66.63%
(Note 1) corporation
A58 5 A (Krat1) RES A AR 21
TKR (in liquidation) 1,764,102,690 Security interest 58.80%
(Note 2)
RERBREG®E (FED) (Kizt2) TR &
Notes: B 5t -

1. These Shares were held by Kingly Profits Corporation, which was owned 1. %E MW B Kingly Profits Corporation# A - i King

as to 80% by King United Agents Limited. King United Agents Limited United Agents Limited# /& Kingly Profits Corporation
was wholly owned by Mr To Shu Fai. 2 80%## 25 ° King United Agents Limited A it 15 & ¢
EREHER-

2. According to the disclosure of interests form filed pursuant to the SFO by 2. RIBSFEMRFEERARBFRBEEIIRZ 2 #
the liquidator of TKR, TKR had security interests in 1,764,102,690 Shares. mRBERE SERHEMEHEE,764,102,6900 % 17
ZARERE TR

Save as disclosed above, the register required to be kept under M EHMIFTZEEIIN R_ZEZTRFAAA=TH R
Section 336 of the SFO shows that as at 30 June 2005, the EEH MG IEHI533615E T A 1%?2%&;,5
Company had not been notified of any other person who had  fi}> &2 ﬂﬂﬁ%ﬁ%ﬁﬁﬂ&f ATHERRD

an interest or short position in the shares or underlying shares Z P MEERMH A 2 EFH AR 2B %Df)
of the Company.
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Purchase, Sale or Redemption of the Company’s Listed Securities
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The Company and its subsidiaries have not purchased, sold or
redeemed any of the Company’s listed securities during the six
months ended 30 June 2005.

ARRRENEANRBE "FERFAAS
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Model Code for Securities Transactions by Directors

ESREXRZEESA

The Company has adopted the Model Code set out in Appendix
10 to the Listing Rules as the code of conduct regarding
securities transactions by the directors. All directors have
confirmed, following specific enquiry by the Company, that
they have complied with the required standard set out in the
Model Code throughout the six months ended 30 June 2005.

Audit Committee
EREEE

The audit committee has reviewed with the management the
accounting principles and practices adopted by the Group and
discussed internal controls and financial reporting matters
including the review of the unaudited interim accounts for the
six months ended 30 June 2005.

Remuneration Committee

yMEES

The Remuneration Committee of the Company was established,
with specific terms of reference in compliance with the Code
of Corporate Governance Practices as set out in Appendix 14
to the Listing Rules. The Committee is responsible for making
recommendations to the board on the Company’s policy and
structure for all remuneration of directors and senior
management and to determine the specific remuneration
packages and conditions of employment for the directors.
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None of the directors is aware of any information which would

reasonably indicate that the Company is not, or was not,

throughout the six months period, in compliance with the Code

on Corporate Governance Practices as set out in Appendix 14

to the Listing Rules, except that:

(a)

Code Provision A.4.1 requires that non-executive directors
should be appointed for a specific term, subject to re-
election. Currently the non-executive directors are not
appointed for a specific term, but are subject to retirement
by rotation at the Company’s annual general meeting as
specified in the Company’s bye-laws (the “Bye-laws”).

Under Code Provision A.4.2, all directors appointed to fill
a casual vacancy should be subject to election by
shareholders at the first general meeting after their
appointment. Every director, including those appointed for
a specific term, should be subject to retirement by rotation
at least once every three years.

According to the Bye-laws, (i) at each annual general
meeting one-third of the directors for the time being, or,
if their number is not three or a multiple of three, then
the number nearest one-third, shall retire from office by
rotation save any director holding office as Chairman or
Managing Director; and (ii) any director appointed to fill a
casual vacancy shall hold office only until the next
following annual general meeting of the Company and
shall then be eligible for re-election at the meeting.

Under Code Provision E.2.2, all proxy votes should be
counted. According to the Bye-laws, at any general
meeting on a show of hands every shareholder who is
present in person or by a duly authorized corporate
representative shall have one vote, and on a poll every
shareholder present in person or by a duly authorized
corporate representative or by proxy, shall have one vote
for every fully paid up share.
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Code on Corporate Governance Practices (continued)
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The Company will review the current situation and will propose
appropriate amendments to its current Bye-laws for adoption
by its shareholders at the next following general meeting, in
order to ensure compliance with this code provision and
consistency with the Bye-laws.

By order of the Board

Chan How Chung, Victor
Director

Hong Kong, 23 September 2005
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